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Current Rate Environment

Short Term Rates Friday Prior Week Change
1-Month LIBOR 0.18% 0.17% 0.01% A
3-Month LIBOR 0.28% 0.27% 0.01% AN
Fed Funds 0.25% 0.25% 0.00% ©O
Fed Discount 0.75% 0.75% 0.00% ©
Prime 3.25% 3.25% 0.00% ©
US Treasury Yields

2-year Treasury 0.60% 0.58% 0.02% AN
5-year Treasury 1.44% 1.42% 0.02% AN
10-year Treasury 1.96% 1.93% 0.03% AN
Swaps vs. 3M LIBOR

2-year 0.88% 0.90% 0.02%)
5-year 1.63% 1.62% 0.01% AN
10-year 2.10% 2.08% 0.02% AN

The Treasury Curve has Flattened in 2015

Fed Speak & Economic News:
= With the first quarter of the year drawing to an end, we thought it might be useful to review what has happened thus far and provide a

foundation for what to expect in the future. The major drivers of interest rates included currency movements, weaker energy prices, and
subdued inflation levels and they are likely to play a major role going forward.

The expected divergence in global economies — especially between that of the United States and other developed economies — did not
materialize as many economists thought it would. A majority of market participants believed that the strength in the labor market would
force the Fed’s hand to begin interest rate normalization by mid-year but now the majority believes that timeline has been pushed back
to the third quarter. The impetus for such a delay was the dramatic strengthening of the US dollar, although the Fed did not explicitly
admit it. More specifically, the dollar’s effects on inflation and the economy via import and export channels forced the Fed to downgrade
its assessment of potential economic output for 2016 and 2017 at its most recent meeting in March. On the other hand, across the pond,
the European Central Bank’s launch of its very own quantitative easing program last month provided a much-needed boost to expected
inflation levels and economic activity in the eurozone. The ECB was joined by other central banks in policy easing, such as the People's
Bank of China, the Bank of Canada and the Swiss National Bank. With many central banks across the globe engaging in some form of
monetary easing and the Fed on deck to tighten, it is not hard to see why the value of the dollar surged.

Another factor that drove interest rates was the combination of subdued inflation and the lack of wage pressure, which has done well to
keep the Fed very cautious as to when it should begin normalizing interest rates. This is especially true against a backdrop of
disappointing growth in Japan, China, and other developed economies, as well as the decline in energy prices we witnessed during the
first quarter. The strength of the dollar does not help in this situation either: Import levels decline, as a stronger dollar buys more goods,
all else equal, while export growth weakens as our goods become more expensive to purchase for those living abroad.

How the interest rate landscape will develop depends entirely on the evolution of inflation, which will in turn affect when the Fed tightens
policy. The strength of the dollar adds another level of complexity and higher interest rates will only bolster that strength. However, if
global economic growth picks up, bringing inflation along with it, a strong dollar is unlikely to prevent the Fed from hiking rates.

The Week Ahead
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Disclaimer

This communication is generated by the derivatives sales & trading unit of KeyBank and conveyed as commentary on economic, political and/or market conditions or, in
some cases, may be considered to be a general solicitation for entering into derivatives transactions, as contemplated under Commodity Futures Trading Commission
(“CFTC’) Regulation 23.605, and is not a “research report” as defined therein. This communication is not to be construed as a recommendation or opinion with respect to
any derivative or trading strategy involving a derivative for purposes of CFTC Part 23 Regulations. This communication does not take into account the investment
objectives, financial conditions, or needs of individual parties and is not intended to serve as a basis for entering into a derivatives transaction or to suggest, in any manner,
that a party should enter into a particular derivatives transaction or trading strategy involving a derivative. Parties should consult their own advisors for opinions and advice
on whether to enter into any derivatives transaction or trading strategy involving a derivative. The information contained herein has been obtained from sources deemed to
be reliable but it is not represented to be accurate, complete or objective. In providing this information, neither KeyBank nor any affiliate of KeyBank is acting as your agent,
broker, advisor, or fiduciary, or is offering any tax, accounting, or legal advice regarding these instruments or transactions. KeyBank may have current positions or
strategies that may be inconsistent with any views expressed herein.
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